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Compensation Update 

Citizens Property Insurance Corporation 
Board of Governors Meeting March 22, 2013 



Executive Summary 



As Florida's no-profit provider of property insurance, Citizens is continuously engaged in the unique dilemma of 
competing to recruit and retain exceptional talent primarily from the private sector while fulfilling our mission as a 
cost effective, fiscally prudent steward for the citizens of Florida. 

The Compensation & Benefits Report, which was presented to the Board of Governors in September 2012, revealed 
that Citizens' overall benefits package was evaluated as being above the benchmarked average with the private 
industry, while Citizens' wages and salaries were below those found in the private industry. As of January 2013, this 
trend remains the same. 





January 2013 


September 2012* 


Compensation Component 


Citizens 


Private Industry 


State & Local Government 


Wages and salaries 


67.7% 


70.3% 


64.7% 


Benefits 


32.3% 


29.7% 


35.3% 



According to the U.S. Bureau of Labor Statistics September 2012 report findings (*most current figures available), both 
the private industry and state & local government experienced slight increases in the cost of benefits when compared 
against total compensation costs as well. 



It is important to note that while the increase in employee cost-sharing responsibility has proven to better align 
Citizens with the benefits provided in the private industry, the wages and salaries are still below market. 

Recent Compensation Changes for 2013 

Pursuant to Board approval in September 2012, Citizens budgeted a 3% merit budget for 2013, and in order to offset 
the cost of the merit, the following changes were effected to Citizens' employee benefits plan design to better align 
with the private market: 

Increased Citizens' health care plan annual deductibles, co-pays, out-of-pocket maximums, and 
prescription drug co-pays 
• Unblended our HMO & PPO rates 

Increased employees' contribution of health care plan premiums from 10% to 15%, and increased the 
company's Executive employee level healthcare premiums from 0% to 15% to be consistent with all other 
employees 

New hire waiting period changed from "date of hire" to "first of the month following 30 days" 

Definition of full time employee changed from 20 hours per week to 30 hours per week for benefits 

eligibility 

(Realized annual savings from ALL benefits changes implemented above: $1,389,606) 
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Ongoing Challenges 

The balance for Citizens of managing expectations to treat employee compensation as many government entities do 
with the need to provide attractive compensation for recruitment and retention is becoming increasingly challenging. 
Some of the notable challenges the organization will need to overcome in the war on talent are as follows: 

• As indicated, our benefit program is no longer a significant differentiator as we move closer to the 
benchmarked average of the private sector and further away from the more attractive public sector 
average cost, which usually includes a defined benefit retirement program. 

• Citizens has no short or long term incentives, which continues to cause our Executives' compensation to 
fall further below the comparative peer market. As the economy shows signs of improvement, the 
retention of our executives and other key staff will be an increasing area of concern. 

• It will be difficult to replace our existing executives today based on the current market and conditions 
without paying comparable or higher salaries to perspective new hires. There is also the possibility of 
losing valuable institutional knowledge and paying potentially 35-40% for executive level retained search 
firms. 

• Turnover of key roles within the organization is on the rise (see turnover chart below). 

• Negative media scrutiny is affecting not only recruiting efforts for all vacant roles, but are also affecting 
current staff creating retention concerns (see below comments from VP Underwriting candidate and HCM 
staff): 

o VP of Underwriting Candidate Response - February 14, 2013 

"I was aware that Citizens had some challenges this past year, however; I did not realize the extent of 
those challenges and the scrutiny of which its leadership has come under. I also had the opportunity to 
speak with some prior Citizens executives which provided some clarity to the situation. While I 
appreciate a challenge this does not seem to be a good fit for me." 

o HCM Employee Response - March 11, 2013 

"If I lose my job as a result of the HCM transformation, I will have a difficult time finding a new job with 
Citizens on my resume, due to all the negative press." 

• Recruiting time to fill roles is most recently averaging 68 days for all positions. The harder to fill key roles 
can take more than 100 days to fill. 

• Citizens' new Travel Policy may require staff to use their own income at times to offset business travel 
expenses. 
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Turnover 



Voluntary turnover has been steadily rising over the past several years, and we are on track already in 2013 to exceed 
the rate from the prior year. 

Citizens Turnover Summary 











Turnover by Level for 10/5/12 


-3/5/13 


Time Period 


Voluntary Turnover 




Managers Above 


Individual 
Contributor 




% 


ff 




% 


ff 


% 


# 


10/5/12 - 3/5/13 


12 


61 




16 


10 


OA 

OH 


51 


CY2012 


12.3 


143 


Vacated manager positions 




CY2011 


9.1 


106 


listed below 






CY2010 


7 S 


92 


1 










□ 











List of 10 Vacant Manager & Up Positions for 10/5/12 - 3/5/13 



Date Vacated 


Position Title 


PG 


Division/Dept 


10/05/2012 


Administrator 


14 


HCM/CorporateTraining 


10/26/2012 


VP 


16 


IO/UW 


11/16/2012 


Director 


14 


IO/EnterpriseQA 


12/31/2012 


Sr Director 


15 


IO/Vendor Management 


01/04/2013 


Manager 


10 


IO/PLUW 


01/21/2013 


Lead Enterprise Architect 


12 


IT 


02/01/2013 


Asst. Director 


12 


Purchasing 


02/21/2013 


Manager 


11 


IO/Litigation & Disputed Claims 


02/22/2013 


Sr. Director 


15 


IO/Claims 


03/05/2013 


UW Consultant 


12 


IO/UW 



Voluntary Turnover by Pay Grade 



Pay Grade 2011 2012 10/5/12-3/5/13 

% # % n % n 







3 

O 












5% 


5 


5% 


7 


5% 


3 




21% 


22 


32% 


47 


28% 


17 




2% 


2 


3% 


5 


5% 


3 




7% 


8 


8% 


11 


5% 


3 




11% 


12 


8% 


11 


7% 


4 




9% 


10 


10% 


14 


10% 


6 




12% 


13 


10% 


14 


10% 


6 




14% 


15 


8% 


11 


3% 


2 




5% 


5 


4% 


6 


7% 


5 


11 


6% 


6 


4% 


6 


7% 


5 




1% 


1 


1% 


1 


2% 


1 




4% 


4 


7% 


10 


10% 


6 


Total 




106 




143 




61 
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Compensation Market Comparisons 



The following charts illustrate Citizens' 2013 pay grade job hierarchy and employee salary distribution, as well market 
comparisons for Directors and above positions. Citizens' 2013 pay grade structure was adjusted based on market 
movement and industry comparisons, while the market rates for the upper management positions (pay grades 14-19) 
were estimated based on benchmark survey data primarily from Mercer and Towers Watson. Both organizations are 
national level leaders in the salary survey consulting services. Citizens utilized multiple salary survey reports from 
Mercer and Towers Watson, based on the most relevant groups of jobs, and the most appropriate labor markets for 
Citizens' positions. The three primary sources used are as follows: 

1. The Mercer US Property & Casualty Insurance Compensation Survey (PCICS), which covers both executive 
jobs and the middle management, professional and operations jobs). This survey includes approximately 
50 companies from the property and casualty insurance industry, such as Nationwide, State Farm, Main 
Street America, The Travelers Companies and Liberty Mutual, among others. 

2. The Towers Watson Financial Services surveys, which cover executive jobs, as well as middle management 
and professional jobs and which include organization participants from the financial industry. They also 
include Property & Casualty insurance companies like Allstate, Farmers Group, USAA, among others. 

3. The US Mercer Benchmark Data Base, which includes modules such as the US Executive Compensation 
Survey, Finance, Legal and Accounting , Information Technology, and Human Resources among others. 
This multiple report survey includes thousands of participants from all industries across the US and covers 
all job levels. 
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Compensation Exhibit 1: Citizens 2013 Pay Grade Structure 



PG 


N umber of 


Percent of 


Grade 


Grade 


Grade 


Average 


% of 


Samples of Position Titles 




P m n 1 n \/a o c in 
Cllipiuycea 111 


Total 


AA S n i m 1 1 m 

■VI 1 1 1 1 1 1 1 U M I 


A/I S H r\ n I n t 
IVI 1 U JJ U 1 11 L 


a v S m 1 1 m 
IVI a Al 1 1 1 U 1 1 1 


A nn 1 13 1 
M IlllUa 1 


IVI lUpUIIH 


1 n r 1 1 1 iH&H in Daw raHo 
muiuucu III ray Uldue 




P ay Grade 


Employees 








Salary 






















• M ailroom Tech 


















• Receptionist 


1 


23 


1.96% 


$22,200 


$27,700 


$33,200 


$26,223 


94.67% 


• Facilities Assistant 


















• Claims Assistant 


















• Remittance Processing Specialist 1 


2 


49 


4.18% 


$25,200 


$31,500 


$37,800 


$28,645 


90.94% 


•Operations Support Specialist 


















• Accounting Ops Assistant II 


















• Customer Care Specialist 


3 


154 


13.15% 


$28,600 


$35,800 


$43,000 


$32,109 


89.69% 


• Underwriting Tech 


















• Admin Assistant II 


















•Customer Care Specialist II 


4 


76 


6.49% 


$32,500 


$40,600 


$48,700 


$37,215 


91.66% 


• Remittance Processing Team Lead 


















• Technical Suppo rt Technician 1 


















• PropertyClaims Adjuster 1 


5 


133 


11.36% 


$37,000 


$46,200 


$55,400 


$40,912 


88.55% 


• Underwriter (PL&CL) 


















• PropertyClaims Adjuster II 


















• Lead Underwriter (PL&CL) 


6 


92 


7.86% 


$41,200 


$52,500 


$63,800 


$46,729 


89.01% 


•QA Specialist II 


















•Sr Underwriter (PL&CL) 


















• Cat Claims Technical Coordinator 


7 


91 


7.77% 


$46,800 


$59,700 


$72,600 


$54,167 


90.73% 


• Contract Coordinator II 


















•Actuarial Analyst 


















• Sr PropertyClaims Adjuster 


8 


162 


13.83% 


$53,200 


$67,800 


$82,400 


$61,353 


90.49% 


• Litigation Claims Specialist 


















• Field Ops Prop.Claims Sup.- M CM 


















•Java Developer II 


9 


143 


12.21% 


$60,100 


$78,100 


$96,100 


$72,561 


92.91% 


• Large Loss Specialist Supervisor 


















• Underwriting M anager - PL 


















•Claims Support Manager 


10 


97 


8.28% 


$68,500 


$89,000 


$109,500 


$83,013 


93.27% 


• IT Database Administrator 


















• Sr P roject M anager - IT 


















• Cat Ops Claims M anager 


11 


69 


5.89% 


$77,800 


$101,200 


$124,600 


$89,446 


88.38% 


• Litigation & Liability Claims Manager 


















• Asst. Director, Commercial Claims 


















• Assistant Controller 


12 


40 


3.42% 


$87,000 


$115,300 


$143,600 


$107,492 


93.23% 


•Sr Counsel 


13 


2 


0.17% 


$99,200 


$131,400 


$ 163,600 


$128,510 


97.80% 


• Chief Counsel - Insurance & Ops 


















• Director, Human Resources 


14 


26 


2.22% 












• Director, Product Development 


















• Sr Director, Claims Operations 


15 


4 


0.34% 












• Chief Actuary - Director of Actuarial 


















• VP , Enterp. P Ian & P ro j . P o rtf . M gt 


16 


4 


0.34% 


These jobs are each market -priced and are grouped by grade 


•VP, Claims 








based o n managerial level and jo b sco pe. 


• Chief Financial Officer 


















• Chief Information Officer 


17 


4 


0.34% 












• Chief - Internal Audit 


















• Chief Administration Officer 


18 


1 


0.09% 












• Chief Insurance Officer 


19 


1 


0.09% 












• President/ CEO/ Executive Director 



This exhibit outlines Citizens current pay grade structure. For jobs in established grades 1 through 13, the 2013 
pay grade midpoints serve as market reference points. Each grade midpoint is closest to the 50 th percentile base 
salary data points for the positions included in that pay grade. The average salaries for each of these grades all 
fall below market, compared to their respective midpoints, as the percents of midpoints show here. 
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Compensation Exhibit 2: 
Executive Compensation Compared to Private Sector Market - Officers and Vice Presidents 



Executive Name 


Citizens Position Title 


Pay 


Annual 


Total 


Private 


Private 


Variance 


Variance 






Grade 


Salary 


Cash 


Market 


Market 


to 


to 










Comp 


Base 


TCC 


Private 


Private 












25th% 


25th % 


Market 


Market 
















Base 


1 


Gilway, Barry 


President / CEO / Executive Director 


19 


$350,000 


$350,000 


$560,889 


$707,462 


(37.6%) 


(50.5%) 


Gilroy, Yong 


Chief Insurance Officer 


18 


$255,000 


$255,000 


$340,361 


$372,619 


(25.1%) 


(31.6%) 


Martins, Jozua 


Chief - Internal Audit 


17 


$200,000 


$200,000 


$172,915 


$196,884 


15.7% 


1.6% 


Binnun, Sharon 


Chief Financial Officer 


17 


$255,000 


$255,000 


$31 1 ,394 


$372,322 


(18.1%) 


(31.5%) 


Overpeck, Curtis 


Chief Information Officer 


17 


$210,000 


$210,000 


$256,698 


$310,716 


(18.2%) 


(32.4%) 


Sumner, Daniel 


Gen. Counsel and Chief Legal Officer 


17 


$215,000 


$215,000 


$265,222 


$328,753 


(18.9%) 


(34.6%) 


Chief Officers 










Average 




(17.0%) 


(29.8%) 




Johnson, Charles 


VP - Human Capital Management 


16 


$210,000 


$210,000 


$239,074 


$280,372 


(12.2%) 


(25.1%) 


Booten, Kelly 


VP - Enterprise Planning & Project Portf 


16 


$182,000 


$182,000 


$1 88,949 


$261 ,206 


(3.7%) 


(30.3%) 


Malcolm, Lance 


VP - Claims 


16 


$163,000 


$163,000 


$259,279 


$311,677 


(37.1%) 


(47.7%) 


Sellers, Robert 


VP- IT Strategy & Architecture 


16 


$166,350 


$166,350 


$180,742 


$220,785 


(8.0%) 


(24.7%) 


VPs 










Average 




(15.2%) 


(31.9%) 








Overall Variance 






(16.3%) 


(30.7%) 



This exhibit shows our top executives' pay in relation to the 25 % of the private market, at the Base and Total 
Cash Compensation levels. Total Cash Compensation (TCC) includes base pay and short-term incentives (e.g. 
annual bonus and other variable pay). It does not include long-term incentives (such as stock options). The 
exhibit only shows variances of executive pay in comparison to the market base pay and TCC. If long-term 
incentive pay was included, the variances to market would be even wider. 



Compensation Exhibit 3: 
Executive Compensation Compared to Private Sector Market - Senior Directors and Directors 
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Pay 
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Annual 
Salary 


Total 
Cash 
Comp 
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Market 
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to 
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Variance 
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Linn Cherri 


Director - Facilities & General Services 
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$105,926 


$105,926 


$119,054 


$133,916 


(11.0%) 


(20.9%) 


Shilts, Joshua 


Director- Forensics Audit 
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$139,000 


$139,000 


$131,576 


$154,263 


5.6% 


(9.9%) 


Fox, John 


Director-Audit Finance & Operations 
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$124,900 


$131,576 


$154,263 
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Brockbank, Mitchell 


Director - IT Risk and Security 
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$135,000 


$135,000 


$137,623 


$165,913 


(1.9%) 
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Directors 










Average 




(6.2%) 


(19.1%) 








Overall Variance 






(6.8%) 


(20.4%) 



This exhibit shows the same variances to market as in the previous exhibit, but for directors and senior directors. 
Even the pay for this group of executives falls below the 25 th % of the market (about 7% below base and 20% 
below Total Cash Compensation). 
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